Business reporting: how transparency becomes a justification mechanism by Nielsen, Christian
 
 WORKING PAPER M-2004-01 
Christian Nielsen 
Business Reporting: How Transparency becomes a 
Justification Mechanism     
  1






Department of Accounting, Finance and Logistics 
Aarhus School of Business 
Fuglesangs Allé 4 
8210 Aarhus V. 
Denmark 





This paper contributes to the discussion of the present status and future scenarios of 
business reporting by conducting a thorough review and analysis of state-of-the-art of 
the authoritative business reporting literature and also a set of specifically formulated 
models for voluntary reporting. By analyzing the chosen business reporting models with 
respect to 14 generally acknowledged themes, the paper contributes to the 
understanding of the myriad of arguments that are mobilized in the debate on the future 
of corporate reporting. Based on a qualitative content analysis of nine purposively 
selected business reporting models, the analysis illuminates and characterizes the 
argumentation for supplementary reporting. The paper posits some interesting points in 
connection with the motives for improving corporate reporting practices. A dichotomy 
between reliability through normalization and relevance through linking disclosure to 
value creation is emphasized. As transparency is in the eye of the beholder, the process 
of developing corporate reporting practices must be concerned with reaching a common 
understanding and agreement between producers and consumers of such disclosures. 
Transparency is perceived as both a key objective and outcome of comprehensive 
business reporting. However, the concept of transparency seems to be an empty concept 
merely constituting a justification mechanism for actual behaviour, i.e. that disclosure 
instead is driven by the signalling value for the individual company of disclosing a piece 
of voluntary information.   
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1 Introduction   
The need for studying social and institutional aspects of accounting has been 
accentuated by the recent years’ major accounting scandals, such as Enron and 
Parmalat. These “mishaps” have illustrated the fragility of accounting as a basis for 
decision-making. Holman (2002) and McEwen & Hunton (1999) argue that a broader 
representation of the company and its value creation logic, than that which is conveyed 
through financial reporting, might be a possible answer. Such information might include 
identity, knowledge resources, and the role the company plays in society; at the same 
time in an abbreviated and understandable fashion. According to Fincham & Roslender 
(2003, 76) a dilemma rests in the cognitive limitations of users of company reporting 
implying that it is not sufficient simply to supply more and more information as this 
would entail an information overload even to sophisticated users (Plumlee 2003). 
Therefore, overcoming this hurdle becomes a matter of disclosing relevant information 
in a clear, understandable and reliable fashion. This paper studies the reports and 
models that propose solutions to this problem.  
There has been a lot of discussion in recent years of whether or not both accounting 
standards and firms’ reporting to the business environment are sufficient. This 
discussion is often coupled with the emergence of the knowledge society and the so-
called ‘new economy’ where intangible assets are gaining in importance (cf. Stewart 
1997, Goldfinger 1997, Drucker 2002), and where intellectual capital, rather than 
physical capital, has become the  pivotal factor underlying value creation in the new 
knowledge-based economy (Eustace 2001, Bontis 2001, Blair & Wallman 2001). Gelb 
(2002) argues that providing supplementary disclosures is especially important for firms 
with significant levels of intangible assets. These changes, associated with the 
developments in the business environment, have also altered the demands for 
organizational communication, because traditional financial reporting is unable to meet 
the information requirements of users and it is argued that the prerequisites for 
transparency have changed.  
There are previous attempts at reviewing and comparing approaches to business 
reporting. A number of reviews of the business reporting literature focus on models 
specifically developed for the managing and reporting of intellectual capital (Petty & 
Guthrie 2000, Cañibano et al. 2000, Bontis 2001, Del Bello 2002, and Bukh & 
Johanson 2003, Andriessen 2004). However, there are also a number of contributions 
that do not solely consider the reporting of intellectual capital. Mouritsen et al. (2004)     
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and Bukh et al. (2002) e.g. specifically compare disclosures through intellectual capital 
reporting with the types of information contained in a Balanced Scorecard, while e.g. 
Zambon (2003) and Fincham & Roslender (2003) contribute with comparisons of a 
wider spectrum of business reporting models, conducting reviews of their objectives and 
specific elements.  
Some comparisons conduct systematic evaluations of the models, addressing aspects 
such as the models’ objectives and their connections with strategy (Roos, Jacobsen & 
Bainbridge 2001; Mouritsen et al. 2004), how they are operationalized (Bontis 2001, 
Del Bello 2002) as well as descriptions of their structural characteristics (Fincham & 
Roslender 2003, Bontis 2001, Del Bello 2002). Likewise, ICAEW (2004) conducts a 
thorough review of 11 proposals for reform of disclosure and reporting practices. In 
their review, ICAEW (2004, 2) state that not all of the proposals reviewed were 
empirically applied business reporting models; they acknowledge that this is 
problematic for a review of business reporting practices.  
The inherent problems with respect to the lack empirical application of the reviewed 
models are due to the fact that ICAEW (2004) fail to distinguish between three arch-
types of performance reporting proposals. Firstly, they fail to separate between multiple 
indicator systems constructed for internal and external purposes. Like ICAEW (2004), 
Fincham & Roslender (2003) also include the Balanced Scorecard in their discussion of 
business reporting developments, while Mouritsen et al. (2004) conclude that the 
differences in objectives of such models inherently makes a comparison complicated. 
Although it has been argued that improving business reporting means disclosing 
information that is closer to the information management itself uses for decision-making 
(Ansari & Euske 1995), essentially models and theories of performance measurement 
for internal use and models for external performance reporting serve distinctly different 
purposes (cf. Bukh et al. 2002).  
Even more importantly, in relation to identifying empirically applied frameworks, the 
ICAEW (2004) review, among others (see also Beattie & Pratt 2002a), fails to 
distinguish between authoritative literature and concrete suggestions and models for 
reporting. It may be argued that this distinction is subjective and difficult to make, but 
the key attribute concerns whether the contribution merely relates to content 
(authoritative literature) or whether it also considers the deliverance of the content, e.g. 
an explicit method of constructing the report, an explanation of how to arrive at relevant 
indicators etc. This latter group of contributions are the actual business reporting     
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models. While the authoritative literature, most notably the Jenkin’s Report (AICPA 
1994; see also Blair & Wallman 2001), primarily is concerned with identifying and 
recommending areas for further development and substantiating reasons for disclosing 
such themes, the business reporting model literature is more concrete with respect to 
identifying indicators and often entails a procedure or method for constructing the 
report. 
This notion of acknowledging that there are two different strands of literature within 
business reporting, i.e. the authoritative and the practically oriented contributions, is 
accentuated by Beattie, McInnes & Fearnley (2002). However, Beattie, McInnes & 
Fearnley (2002) only take their point of departure for identifying themes for business 
reporting in the categories suggested by the Jenkin’s Report (AICPA 1994). This study 
recognizes that there has been much discussion in this field in recent years. Therefore an 
attempt is made to incorporate the viewpoints and themes highlighted in the more recent 
authoritative literature and developments too.  
This paper prolongs existing research into business reporting by conducting a content 
analysis of the reasoning attached to the themes with which business reporting is 
concerned. It is not the intent of the paper to establish a degree of agreement in relation 
to disclosures according to the predetermined themes, rather the objective is to analyze 
what is said about the themes and what the reasons stated for disclosing such 
information is. Therefore, rather than merely constituting a descriptive treatment and 
comparison of a set of empirically applied business reporting models, this analysis seeks 
to uncover how, for example, the concept of transparency is mobilized and how 
spending scarce resources on voluntary reporting is justified. This has not previously 
been done and is a problem because transparency is not an objective state and might 
well be a concept easily misused by companies.  
The point made here, is that companies may be applying the term transparency without 
understanding the consequences hereof. So, by analyzing a series of business reporting 
models that all have in common that they, in a sense, moralize about what and how 
companies should be disclosing to be a part of this new ‘knowledge society’ trend, this 
paper unveils how transparency is applied as a justifying mechanism. The perspective 
taken in this study is that the decision to disclose voluntary information through 
business reporting is driven by appropriate behaviour. Rather than optimizing behaviour 
through calculation, decisions are driven by appropriate behaviour, e.g. considering 
which rules apply to a specific situation. From this perspective, behaviour involves     
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fulfilling the obligations of a role in a specific situation. Action stems from a conception 
of necessity rather than preference (March & Olsen 1989, 161), and is therefore 
associated with the individual’s sense of identity more than with his preferences. 
According to March & Olsen, “[h]aving determined what action to take by a logic of 
appropriateness, in our culture we justify the action (appropriately) by a logic of 
consequentiality. This is a structure of justification via elaboration of reasons for action” 
(1989, 162). Thus, in the case of justifying behaviour, the structure of appropriateness 
turns to a consequential logic in order to legitimize and substantiate previously made 
identity- and experience-based decisions.  
The paper is structured as follows. Firstly, the foundations and aspirations of the 
ongoing debate with respect to the future of corporate reporting and the needs for 
supplementary business reports are described. Next, the methodology by which the 
content analysis is conducted is described. Initially, a set of themes derived from the 
authoritative literature concerning the future developments within corporate reporting 
are identified. These themes, 14 in all, are the point of departure for the content analysis 
of business reporting models. An extensive literature review on supplementary business 
reporting covering initiatives from a wide range of institutions revealed many initiatives 
within the field. The business reporting models applied in this paper were selected in a 
purposive manner, and cover the most empirically applied contributions. In this manner, 
the contribution of the paper is to identify, through a qualitative content analysis the 
reasoning attached to each theme of disclosure. These are summarized and concluded 
upon in the final section.  
 
2 Supplementary  business reporting models – 
foundations and aspirations 
Calls for more comprehensive business reporting argue that such practices will lead to 
greater transparency towards the capital markets (cf. Wallman 1997, Blair & Wallman 
2001). There has been a lot of talk in recent years of the need to promote greater 
transparency in companies’ communication with the capital markets (cf. AICPA 1994). 
Transparency, however, has turned into one of those clichés that are found in a myriad 
of different contexts. For example, transparency has become a central corporate value 
(Van Riel 2000). Therefore, transparency can be viewed as a social phenomenon, 
shaped by expectations and strategies among central corporate actors (Christensen 2002, 
166). The problem with transparency is quite simply that it by definition is in the eyes     
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of the beholder, as Christensen argues: “transparency … is a question of establishing a 
consensual system of meaning between different actors in the corporate landscape” 
(2002, 167).  
Along this line of argumentation, transparency is an outcome of internal and external 
stakeholders’, i.e. company management and capital market agents, agreements on 
interpretations of the company. Christensen (2002) advocates for further studies of how 
transparency is produced collectively and institutionalised in the current business 
environment, e.g. incorporating the expectations among relevant stakeholders to which 
the strategy of transparency claims to be an adaptive response (Fombrun & Rindova 
2000, 94). According to Ward (2001), transparency with respect to corporate reporting 
can take two forms. Firstly, transparency relates to creating global standards on 
information which presently is voluntary of nature, e.g. the type of information 
suggested in sustainability reporting (see also GRI 2002). Secondly, transparency relates 
to more information on value creation processes and the future performance of the firm.  
Contemplating the need for developments in corporate reporting, Blair & Wallman 
(2001) emphasize that transparency, among other factors; will lead to better resource 
allocation decisions on the capital market. Upton (2001) ascribes these challenges to 
reporting, as we know it today, to challenges from the new economy. Likewise, the 
economic importance of intangible assets (Zambon 2003) and the significance of 
intangibles for value creation (Eustace 2001) are key aspects mobilized in the ongoing 
debate. In the debate, a consequential explanation of how these developments affect 
transparency seems to prevail. E.g. a series of causal links between the new economy 
and the importance of intellectual capital in value creation are often applied in relation 
to the needs for voluntary disclosure and a lack of transparency; almost as a form of 
justification mechanism.  
Among the answers to these calls for more transparent reporting, reports that 
communicate how knowledge resources are managed in the firms within a strategic 
framework (Mouritsen et al. 2001, Bukh 2003), and new models for reporting on 
stakeholder value creation are gradually emerging (Elkington 1997, GRI 2002, 
Heemskerk et al. 2003). Within accounting research, there is an abundance of well-
developed arguments for better disclosure, and numerous empirical studies document 
that improved disclosure is related to e.g. increased analyst interest in the firm (Barth, 
Kasznik & McNichols 2001, Wyatt & Wong 2002), lower cost-of-capital (Sengupta     
  7
1998, Botosan & Plumlee 2002), and decreased bid-ask spreads (Jensen et al. 2003), all 
aspects that can be linked to benefiting companies’ stock prices. 
In the business community, these trends are generally followed by a growing frustration 
with traditional financial reports as expressed e.g. in the ‘Jenkins report’ (AICPA 1994), 
and by Upton (2001) and Eustace (2001). Current financial reporting is often seen as 
insufficient for e.g. analysts’ decision making due to a historical, static focus and a 
limited source of information for valuing the ability of the companies to obtain future 
revenues (e.g. Eccles et al. 2001, Lev 2000). Such aspects are typically related to 
emerging disclosure requirements in order to increase the transparency of companies’ 
reporting and the communication of critical performance measures and value drivers to 
the capital markets (cf. Johanson et al. 2001). The general interpretation of these views 
is that there are deficiencies in present reporting practices and that these have 
implications for transparency. 
Among such deficiencies, Garten (2001, 1) identifies market information, operating 
performance measurements, business model descriptions, and intellectual capital as 
major missing pieces. Defining business reporting as “the information that a company 
provides to help investors with capital allocation decisions in relation to the company; 
more than – but including – financial statements, i.e. operating data, performance 
measures, analysis of data, forward-looking information, information about the 
company, its management and shareholders” (FASB 2001, 1), the FASB thus 
acknowledges that comprehensiveness in corporate reporting practices entails much 
broader disclosure practices than is the present case. Disclosing such voluntary 
information is however not without problems from a company perspective. Potential 
problems include excess costs, insecurity with respect to possible interpretations of such 
voluntary disclosures and possible liabilities for incorrect or potentially misleading 
information.  
Beattie (1999) and Beattie & Pratt (2002a) studied the ability of present financial 
reporting practices to satisfy users’ demands for information, and showed that although 
non-financial information still is given a lower priority than the traditional financial 
information, disclosure of measures such as risk factors, strategic direction, managerial 
qualities, expertise, experience and integrity (Eccles et al. 2001a; 128, 144) is viewed as 
insufficient. Thus, there is considerable evidence that indicates the existence of a 
reporting gap (KPMG 2001). For example, Eccles and Mavrinac’s (1995) results 
indicate that a reporting expectation gap exists between companies and the market. In     
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other words, managers see their own communication policies as proactive, while 
analysts and investors find the disclosed information inadequate and more reactive than 
proactive, a result also confirmed by Adrem (1999). 
Furthermore, in order for such voluntary information to have relevance to the capital 
markets, the link between it, e.g. sustainable development, and value creation 
(Heemskerk et al. 2003, 14) must be explicit (Funk 2003). Bassi et al. 2002 find such a 
link, concluding that investments in human competences can be aligned with 
performance, while Bettis, Hall & Prahalad (1978) find that quality of management is a 
critical factor for explaining firm performance. Galbraith & Merrill (2001) furthermore 
conclude that information on company strategy and management experience is 
incorporated into investors’ decisions, and that voluntary information therefore does 
have a strong effect on the valuation of the company. Likewise, in their study of non-
accounting disclosures across Anglo-American countries, Robb, Single & Zarzeski 
(2001) show that capital market agents actively seek non-financial information about 
e.g. the long-term ability of managers to manage effectively and efficiently.  
The sections above suggest that an information gap exists between organizations and the 
capital markets and that traditional financial reporting, which primarily assesses the 
tangible assets of an organization, no longer forms a sufficient basis for uncovering the 
intrinsic value and the growth potential of an organization. Aspects such as increased 
globalization, emergence of the knowledge society and the new economy, and the 
generation of new key business sectors are perceived as influencing the usefulness of 
financial reporting towards the capital market. Thus, as intellectual capital becomes a 
greater part of value creation, new types of information capable of reflecting such 
aspects rise in importance. This, in turn drives the necessity of enhanced disclosure 
through e.g. supplementary business reporting. The section below describes the 
methodological approach of the paper and the structure of the analysis.  
 
3 Methodology  and  structure  of the content analysis  
This paper takes its methodological point of departure in a content analysis of nine 
purposively selected supplementary business reporting models. The analysis aims at 
identifying the argumentation and reasoning which the supplementary reporting models 
attach to a set of predetermined themes identified in the authoritative business reporting 
literature. This will be done by applying a qualitative content analysis approach. The     
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applied method of investigation takes its point of departure in Weber’s (1985, pp. 22-
24) prescriptions for ensuring reliability in content-analysis studies. The approach 
applied in this paper is thus a classical content analysis study (Gerbner et al. 1969; 
Krippendorff 1980), where already determined codes are taken as a starting point (cf. 
Ryan & Bernard 2000, 785) for the analysis.   
The paper utilizes a formal procedure building on a set of categories that are determined 
through an initial review of the authoritative business reporting literature. The 
‘recording unit’ for the content analysis is defined to be according to themes. In order to 
conduct the content analysis of the selected business reporting models, it was necessary 
to establish the themes of disclosure present in the authoritative literature. For this 
purpose, six authoritative reports that stem from a variety of different institutional 
settings and cover the major opinion-making institutions in relation to corporate 
reporting world-wide, within the business-reporting debate have been scrutinized.  
The chosen authoritative literature, from which the themes are derived, is: ‘Improving 
Business Reporting – A Customer Focus: Meeting the Information Needs of Investors 
and Creditors’ also referred to as the Jenkin’s Report (AICPA 1994); ‘Business and 
Financial Reporting, Challenges from the New Economy’ (Upton 2001); ‘Unseen 
Wealth’ (Blair & Wallman 2001); ‘Improving Business Reporting: Insights into 
Enhancing Voluntary Disclosures’ (FASB 2001); ‘New Directions in Business: 
Performance Reporting, Communication and Assurance’ (Bray 2002); and ‘Sustainable 
Development Reporting: Striking the Balance’ (Heemskerk et al. 2003)
i.  
The comprehensive model proposed by the Jenkin’s Commission is perceived as a 
seminal contribution within business reporting (AICPA 1994). It identifies ten themes 
which should be included in a comprehensive corporate report (ibid., 44). The themes 
arrived at in table 1 were uncovered by studying the recommended areas for reporting 
made by each of the six authoritative reports chosen. There was, however, minor 
discrepancies and overlaps between the themes according to the authoritative literature. 
In order to arrive at the final themes for the purpose of this paper, the reports’ 
definitions of themes and the types of information they considered in these were studied 
in detail in order to establish a series of themes with as precise limits as possible.  
The identified themes cover a wide spectrum of information from the more traditional 
financial and operating data, and management’s analysis of data to the more forward-
oriented information such as critical success factors, strategy and intellectual capital. In     
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a sense they constitute the content of what a so-called flagship performance report 
should contain (Bray 2002). 
There seems to be a great deal of agreement among the authoritative literature reviewed 
with respect to comprehensive reporting including types of information such as: 
management’s operating data, management’s analysis of financial and operating data, 
risks and opportunities, critical success factors, value drivers, objectives, strategy, and 
vision. Also, the need for comparable non-financial measures is broadly accentuated, as 
this will significantly increase the reliability of presently disclosed performance 
indicators (Blair & Wallman 2001). Comparability is related both to the ability to track 
new metrics and non-financial value drivers from period to period (Upton 2001; FASB 
2001), and to the ability of benchmarking such measures across companies (Bray 2002).  
Other broadly emphasized themes include enhanced disclosures of segment information 
such as the break-up of information by line of business and type of expenditure (FASB 
2001), and generally the mobilization of key performance indicators in multiple 
dimensions (Bray 2002). Likewise, the significance of intangibles for value creation 
(Eustace 2001) invokes that additional data about intellectual capital, including e.g. 
human resources, customer relationships and innovation would be beneficial, as such 
information depicts the processes, people and the infrastructure put in place to achieve 
organizational objectives (Bray 2002, 13). Such information is perceived important in 
minimizing investors’ perceived risk in connection with investing in the firm. The two 
most recent authoritative reports reviewed (Bray 2002, Heemskerk et al. 2003) also 
argue for the mobilization of multiple stakeholder perspectives and linking social and 
environmental measures to business objectives.  
The review of the authoritative literature revealed a great extent of agreement as to 
which types of information was perceived as important to include in comprehensive 
business reporting. The themes are listed in table 1 along with which of the authoritative 
reports recommended which the types of information. These 14 themes form the basis 
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  Proposed business-reporting theme  A  F  U  BW  B  H 
1 Financial  data  X   X  X  
2  Management’s operating data  X  X   X   X  X   
3  Management’s analysis   X  X    X  X   
4  Risks and opportunities  X  X  X  X  X  X 
5  Critical success factors  X  X  X  X  X  X 
6  Objectives, strategy, vision  X  X    X  X  X 
7  Comparable non-financial measures   X    X  X  X  X 
8  Background information   X  X      X   
9 Value  drivers  X  X  X  X  X 
10 Segment  information  X  X X     
11 Intellectual  capital   X  X X   X 
12  Effects of voluntary disclosure  X  X    X     
13 Corporate  governance  X        X 




Improving Business Reporting – A Customer Focus: Meeting the Information Needs of 
Investors and Creditors; also referred to as the Jenkins Report (AICPA 1994) 
F)  Improving Business Reporting: Insights into Enhancing Voluntary Disclosures (FASB 2001) 
U)  Business and Financial Reporting, Challenges from the New Economy (Upton 2001) 
BW)  Unseen Wealth (Blair & Wallman 2001) 
B)  New Directions in Business: Performance Reporting, Communication and Assurance (Bray 
2002) 
H)  Sustainable Development Reporting: Striking the Balance; also referred to as the World 
Business Council for Sustainable Development (WBCSD) report (Heemskerk et al. 2003)  
Table 1. The themes of the business reporting recommendations 
 
The paper takes these 14 themes as the point of departure in analysing the empirically 
applied business reporting models selected. The content analysis is conducted treating 
the themes one at a time. In the course of the content analysis of each individual theme, 
the types of reasoning attached to the disclosure hereof by the analyzed business 
reporting models, is identified.  
Table 2 below is an overview of the business reporting models selected for the content 
analysis. As is evident, the applied models differ significantly both with respect to their 
institutional connections and objectives. The models selected for the purpose of this 
study were chosen on the background that they to some extent had been empirically 
applied, i.e. put to use in the business community, and not merely were theoretical 
propositions. This was also a criteria applied in differentiating concrete business 
reporting models from the authoritative literature. However, as accentuated by ICAEW, 
mostly such suggestions “provide a collection of interesting and challenging ideas, but 
seem to have little prospect of widespread implementation” (2004, 2).  
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Model  Authors  Institutional 
connections 
Stated objectives of the 
business reporting 
models 
The Value Chain 
Scoreboard 
Lev (2001)  Academic researcher  To establish a 
comprehensive 
representation of value 
creation 
ValueReporting  Eccles, Herz, Keegan & 
Phillips (2001) 
Consulting firm and 
academic researcher  
To enable valuation 
closer to intrinsic value 
IC-Index  Roos, Roos, Edvinsson & 
Dragonetti (1997) 
Consulting firm and 
academic researchers 
Create indices to 




GRI (2002)  Non-government 
institution 
Enhance the quality, 





Danish Ministry of  
Science, Technology and 
Innovation (2003a & b) 
Academic researchers 
with support and 
collaboration from  
government institution 
Management of and 
reporting on the 
company’s strategy for 
knowledge management 
The Intangible Assets 
Monitor 
Sveiby (1997)  Consultant  A measurement system 
that illustrates intangibles’ 
role in value creation 
Achieving measurable 
performance in a 
changing world 
KPMG (2001)  Consulting company   
 
 
Bringing good information 
into decision-making will 
increase transparency 






MERITUM (2002)  Academic researchers 
with support from EU 
Recognition and 
disclosure of intangibles 
that are critical to value 
creation 
The Triple Bottom Line  Elkington (1997)  Consultant  Transform existing 
corporate reporting into 
triple bottom line 
reporting 
Table 2. Overview of the business reporting models analyzed in the course of the paper 
Worth noting is the fact that these models propose a variety of different objectives for 
business reporting, and thus also a variety of different reasons for how transforming 
reporting practices leads to greater transparency than that which is achieved through 
current financial reporting practices. The analyzed models all propose some sort of 
structure, typically with a causal logic. Despite the fact that the question of whether 
applying the proposed logic is possible and realistic thus poses itself, it will not be the 
objective of this analysis to judge and determine this.  
The suggested coding structure, i.e. according to the 14 themes, was tested on a pilot 
business reporting model, namely ValueReporting (Eccles et al. 2001). Accuracy and 
reliability with respect to thematical ambiguities was assessed and the experience 
gained with respect to coding rules was used in the remaining texts analyzed. A master-    
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document for each theme was created and as the selected business-reporting models 
were analyzed, notes were taken in accordance to the related theme and the types of 
reasoning each model attached to disclosing that particular theme of information.  
The type of content analysis applied in this paper is deemed a qualitative content 
analysis. According to Smith & Taffler (2000, 627), there are two forms of content 
analysis, namely either form or meaning oriented approaches. This study is concerned 
with the latter in the form of the motives for disclosure for two reasons. Firstly, it has 
not been the intention to create a statistical image with respect to the amount or 
percentage of disclosures in each theme or analyzed model. Secondly, as the focus of 
the content analysis is on the arguments and reasoning attached to disclosures of each 
theme, the results must necessarily be presented via quotes and summaries of the 
analyzed texts. This is done in the sections below, while a cross-tabulation of the degree 
of “presence” of each theme in the selected business reporting models is presented in 
the concluding discussion.   
 
4  Business reporting – the content analysis 
The content analysis of the nine selected empirically applied business reporting models 
is organized according to the themes identified in table 1.  
 
Theme 1: The financial report and related disclosures 
Although not specifically stated in all of the recommendational reports, nor in all of the 
business reporting models revised, the financial report and related financial disclosures 
and notes are perceived as being an indispensable part of corporate reporting. Much 
research confirms that the financial report still is the far most important information 
source to users of company reporting, regardless of their status as professional or private 
users (Brown 1997, Breton & Taffler 2001). A key feature highlighted in the content 
analysis is the problematization of how supplementary reporting should be handled in 
relation to the financial report. Some approaches argue that business reporting should be 
conducted separately from the financial report, e.g. Roos et al. (1997).  
In conjunction with this perspective, Lev (2001, 122) states that voluntary information 
should be disclosed in a structure that complements financial reports. However, he also 
acknowledges that business reporting outside the financial statement merely should be a     
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temporary solution until the standard-setting community has caught up with the fact that 
such practices exist (see also Roos et al. 1997). The argument posed here is that 
relevance is a prerequisite for normalization. On the other hand, Sveiby (1997) argues 
that business reporting must be integrated with the financial report, while Eccles et al. 
(2001) explicitly state that this is necessary in order for it to be recognized as relevant 
by users. Thus the opposing argument is made, namely that normalization is a 
prerequisite for relevance. In between these two sides, we find the stance of DMSTI 
(2003a) that although an intellectual capital statement is considered a supplement, it can 
also be integrated in the financial report.  
As can be seen above, there is no present consensus with respect to the relationship 
between financial reporting and supplementary reporting. With respect to the 
combination of supplementary and financial reporting, the reasoning concerns the 
legitimization of corporate disclosures. Other types of arguments underline needs for 
specificity, uniqueness, and the possibility of not being hindered by existing standard-
setting practices. A concern regarding the trade-off between relevance and reliability is 
the main argument brought forth in this theme. This is also the classic primary decision-
specific trade-off with regard to quality of disclosure in FASB’s conceptual framework 
(FASB 1980, 20). But the analysis indicated that there seems to be some disagreement 
as to which precedes the other. 
The question raised in this context is not whether financial reporting will become 
obsolete due to changes in the business environment. It is more a question of how 
regulated business reporting can be without loosing its relevance. The argumentation 
presented in this theme is primarily associated with concerns of relevance of corporate 
disclosures versus normalization of such practices and how changes in the business 
environment drive changes in voluntary reporting. However, the underlying explanation 
for the problems related to uninstitutionalized reporting practices is one of uncertainty, 
where changes in the business environment merely are applied as a justification 
mechanism.  
 
Theme 2: Management’s performance measurement and operating data 
Originating from the ideas of the Jenkins Committee (AICPA 1994) is the thought of 
moving corporate reporting practices closer to existing management accounting 
practices, and essentially basing corporate reporting more or less directly upon 
management’s own performance measurement and operating data. Eccles et al. (2001,     
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5) argue that the next logical step of performance measurement is performance 
reporting. Thus, an essential part of this theme entails an alignment between information 
reported internally to senior management and externally to stakeholders (Roos et al. 
1997).  
Transparency is a central concept in this theme. For example, using management’s 
performance measurement data as a basis for reporting is reasoned as a prerequisite for 
creating transparency (KPMG 2001, 13); as it facilitates external parties with a better 
understanding of how the company creates value. Sveiby (1997, 196) argues along the 
lines of transparency that the application of non-financial indicators provide interesting 
new angles, and are of great value to both investors and managers, while Lev’s (2001, 
119) transparency is related to identifying important performance indicators that are 
informative for both managers and investors. There seems to be a general consensus in 
the literature that by applying non-financial measures, e.g. sustainability measures (GRI 
2002, 68), companies can strengthen both their internal business practices and their 
external communications. Thus, the analysis reveals that new types of information are 
relevant both internally and externally and the connection between internal and external 
practices seems to be important.  
Moving corporate reporting practices closer to management accounting practices is 
blatantly connected with creating transparency. However, a dilemma arises, because 
such types of information are more detailed and complex to comprehend the opposite 
argument may be posed. A possible concern is that the quest for providing relevant 
information could result in an information overload, for example because companies 
unduly update their reports, as managerial information, as described by Meritum (2002, 
85), is available immediately through today’s management accounting systems. Thus, a 
conflict between relevance, the upside, and information overload, the downside, is 
present.  
It is argued that disclosing management’s operating data externally is concerned with 
bridging the information gap and thereby improving transparency. However, it 
constitutes a dilemma that the company could be providing too much information. From 
such a perspective, the new agenda becomes a cause of uncertainty rather than being 
one of diminishing uncertainty, because such disclosures are connected with 
unprecedented effects, e.g. information overload or other competitive concerns.  
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Theme 3: Management’s analysis of financial and non-financial data 
As information reported by companies becomes more complex and company specific, it 
is argued that external stakeholders will to a greater degree be dependent on the ability 
of company management to explain the performance and future scenarios of the 
company, for example in the ‘Management’s data & analysis’ (MD&A) section. This 
theme is related to creating an understanding of how the company creates value (KPMG 
2001, 13). According to Ambler et al. (2001), quantitative measures disclosed in 
reporting should be supplemented by commentary, although text alone has little value. 
Thus, they advocate for the use of a proper mix of qualitative and quantitative data by 
combining text, numbers, and figures, in the same way as it is proposed in the Danish 
guideline for intellectual capital statements (DMSTI 2003a). Also in Eccles et al.’s 
(2001, 212) ValueReporting model, management’s analysis is considered as an explicit 
element in shaping an overview of the market. 
Business reporting is by GRI (2002, 4) perceived as a road to continuous dialogue and 
superior communication between stakeholders, as it creates a common understanding 
and can be applied in comparing management’s views with the market’s (Eccles et al. 
2001, 11). At the same time, it has been substantiated that there are difficulties in 
translating performance measurements both from a management perspective and an 
external stakeholder perspective (KPMG 2001, 12). From the management perspective, 
such a problem could lie in a lack of coherence between the company’s strategy and 
what is actually measured. From an external perspective, the problem might relate to 
difficulties in applying such information in the analysis of the company. It seems that 
eliminating such understanding gaps between new types of information and its relations 
to value creation is an important step.  
Ideally, business reporting is supposed to create such a common understanding by 
presenting management’s description of future plans for value creation (Eccles et al. 
2001, 49) in a transparent and straightforward manner (Meritum 2002, 81) including 
comments on management challenges, initiatives, their relationships, and appropriate 
performance measures (DMSTI 2003a, 11). In this manner, the reviewed business 
reporting models argue that narratives, in the form of managements own descriptions 
and analyses, are an important complement to numbers disclosed (GRI 2002, 81), as 
these, for a number of reasons, may be difficult to comprehend.  
Much like in theme 2, the immediate explanation offered is that providing 
management’s analysis and explanations is concerned with bridging the information gap     
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and thereby improving transparency. However, there is a paradox related to this agenda, 
in this case the fact that management would be providing detailed analyses of the 
company’s performance; something which they have not previously been used to doing. 
Thereby, this new agenda raises uncertainty rather than diminishing uncertainty because 
such disclosures are connected with unprecedented effects. Such effects could be related 
to the built in roles and relationships in the capital market, including the requirements 
for financial analysis because management to a greater extent would be performing the 
analysts’ jobs; something which they would probably not like. The question also arises, 
whether any users in a normal state of mind would consider such information if 
disclosed; after all, the chances of it being biased are reasonably high. Finally, 
management might be afraid of the consequences of possible litigation for disclosing 
incorrect information. 
 
Theme 4: Risks and opportunities 
Much critique of financial reporting takes its point of departure in the predictive ability 
of historically oriented information and more specifically the declining trend in this 
ability as a function of the rising importance of intellectual capital and knowledge 
resources in value creation. Growth prospects and technological feasibility (Lev 2001), 
as well as intangibles, are a major source of uncertainty (Meritum 2002, 59) for the 
investment community, who is very interested in assessing such risks and opportunities 
(Sveiby 1997, 164). Thus information on risks and opportunities is argued for in the 
light of changes in the business environment. According to KPMG (2001, 2), the need 
for information on risks and opportunities is linked with today’s faster-moving business 
environment, where these types of information will be more significant with regard to 
the company’s ability to survive future competition (DMSTI 2003a, 8), as such 
information provides insight into trends in business performance (GRI 2002, 71).  
There seems to be some discrepancies between the requirements for information on 
risks and opportunities and information that is reliable. One way of ensuring the 
reliability of information is to audit it in the traditional sense. Another way is to let the 
information verify itself through the context in which it is mobilized, i.e. does the 
information fit with the company’s value creation narrative? This is what Magretta 
(2002, 90) denotes the ‘narrative test’. The business reporting models analyzed in the 
context of this paper generally suggest solving these problems of reliability by basing 
disclosure on the company’s value creation logic (see also Klaila 2001). For example,     
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the ValueReporting framework suggests assessing the predictive value of information 
through the value platform and the business model of the company (Eccles et al. 2001, 
21). Likewise, in intellectual capital statements, information on employees, customers, 
processes and technology is assessed through a value creation narrative which has its 
point of departure in the use value of the company’s products and services (DMSTI 
2003a).  
The effects that the changing business environment has had on value creation are 
emphasized as key motives and justification for disclosing information on risks and 
opportunities. The content analysis suggests that the reliability of this information is of 
central importance for its application, but surprisingly, reliability is to a great extent 
attached to ensuring the right measures, and not only controlling that measures are 
correct as in the traditional sense of auditing services. The purpose of finding the correct 
measures is to minimize uncertainty with respect to how external parties evaluate the 
company. Uncertainty can be related to need for frames (Beunza & Garud 2004), which 
can be in the form of a representation or some other heuristic, i.e. a rule-of-thumb. 
Therefore, another interpretation of why disclosing information on risks and 
opportunities is important, relates to the minimizing of uncertainty through visualization 
of the uncontrollables of the future prospects of the company.  
 
Theme 5: Critical success factors 
In continuation of the previous theme, risks and opportunities, critical success factors 
likewise relate to understanding the future prospects of the company. According to GRI 
(2002, 68), voluntarily disclosed information should complement financial reports with 
forward-looking information that can enhance the report users’ understanding of key 
value drivers, i.e. critical success factors. Critical success factors are a central argument 
in Roos et al.’s (1997) business reporting model, the IC-index, and in the Meritum 
guideline (Meritum 2002). Identifying critical success factors is perceived as a link to 
measuring what matters. Predominantly attached to the changing business environment, 
disclosing information on critical success factors is a part of illuminating why and how 
performance measures are relevant (KPMG 2001) as merely reporting a lot of 
information is insufficient, it’s reporting the right information that counts (Eccles et al. 
2001, 204).  
A frequently applied argument in relation to critical success factors is the necessity of 
linking performance disclosures to strategy (KPMG 2001, 11; Meritum 2002, 68).     
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Critical success factors are argued to contribute to a more complete picture of the 
company’s long-term prospects, as they illustrate its license to operate (GRI 2002, 4). In 
intellectual capital statements, management challenges do precisely this by linking 
performance measurement to the value proposition of the company (DMSTI 2003a). 
Linking performance measures and strategy is a method to ensure the relevance of 
disclosures in a volatile business environment. In this connection the business model is 
mobilized as a focal point, as it can function as a platform for identifying the company’s 
critical success factors (Bukh & Johanson 2003).  
The texts reviewed argue that the volatile business environment has led to the need for 
relevant forward-looking information. In this sense, identifying critical success factors 
means identifying a few correct measures, and business reporting models in this respect 
represent appropriate frames of choice as they constitute a structure or rule-of-thumb for 
identifying these new types of measures. However, could it be that focusing disclosures 
on critical success factors is important because of the costs connected with supplying 
endless amounts of voluntary information? Or is perhaps the ease of disseminating and 
understanding fewer measures, and from a management perspective also an ease of 
explaining fewer measures that is the decisive factor? In short, fewer more important 
measures reduce risks of information overload and excess costs of disclosure.  
 
Theme 6: Objectives, strategy, and vision 
As was evident in the previous section, critical success factors are intimately linked with 
the strategy of the company (cf. Meritum 2002, 68). The need to link current activities 
to long-term strategy (ibid., 68), is mobilized in the light of today's fast moving business 
environment, where competitive advantage relies on the ability to measure cause and 
effects of strategic decisions (KPMG 2001). As was the case with critical success 
factors, illustrating the explicit relations between performance measurement and 
strategy is perceived as essential (see also Miller 2002). This is a problem expressed in 
connection with existing practices in sustainability reporting where disclosures for a 
large part remain unlinked to business strategy (Funk 2003).  
According to KPMG (2001), performance measurement is a strategic activity which 
involves clarifying and translating strategy. A concrete example of such disclosure in 
business reporting can be found in ValueReporting, where disclosure includes: strategy, 
strengths and weaknesses, plans, objectives and targets, and importantly also the links 
between these aspects (Eccles et al. 2001, 213).      
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As strategy is largely determined by types of industry and the company’s situation, the 
choice of indicators depends on the company’s situation (Sveiby 1997, 197). The 
argument made here is the necessity of linking non-financial measures to strategy in 
order for them to be relevant. In the Danish framework for intellectual capital 
statements, e.g. this link is extremely explicit. Indicators are chosen to directly support 
the company’s strategy for knowledge management, which is attained through the so-
called knowledge narrative and identification of the company’s management challenges 
(DMSTI 2003a). Thus, the theme essentially concerns assuring the relevance of 
voluntary information. In a fast moving business environment, strategy is viewed as a 
core management agenda and information on objectives, strategy, and vision supply a 
context for understanding the relevance of the identified performance measures. 
Reporting this information is thus also seen as a strategic activity. Reporting corporate 
strategy openly is about indicating managerial proactiveness, and a high quality of 
management.  
 
Theme 7: Comparable performance measures across companies and over time 
Much research has pointed towards problems with the reliability of new reporting 
metrics (Catasús & Gröjer 2003), stating that the relevance of such information is highly 
influenced by companies’ ability to create comparable measures. Comparability can 
concern both the issue of presenting the exact same information for a series of years and 
presenting standardized information for benchmarking purposes across companies. The 
issue of comparability is an important aspect in relation to the decision-usefulness of 
such measures (Ambler et al. 2001), as reliability of un-accustomed measures represents 
a challenge to users (KPMG 2001, 3). The problematization of the premise of 
comparability is thus one of ensuring reliability. With regard to this topic, Lev (2001) 
argues that measures should be quantitative and standardized, while other suggestions 
include using financial indicators where possible for the sake of comparability (Meritum 
2002, 82).  
According to DMSTI (2003b), a time-series of identical performance measures is a 
necessity for a meaningful analysis of such information. In much the same manner, GRI 
(2002, 29) emphasizes that maintaining consistency in both boundary and scope of 
reports is a central notion in ensuring comparability. By consistently measuring 
sustainability performance over time, companies can strengthen both their internal 
business practices and their external communications (GRI 2002, 68). According to     
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Ambler  et al. (2001), while comparability of information over time is realistic at 
present, comparability across companies, e.g. for benchmarking purposes, must wait for 
now, as the area of business reporting still is in its infancy. Several presently applied 
business reporting models do, however, acknowledge that measures must be comparable 
both throughout  time and across companies, as the value of information grows, when it 
is in the context of a historical trend line and is comparable to competitors (Eccles et al. 
2001, 205; KPMG 2001).  
Arguing that the lack of consistency in the choice of indicators and the lacking 
reliability of present measures are a significant basis for the inability to benchmark 
information across companies even in the same industry, Elkington states that “report 
makers are failing to recognize and respond to the emerging needs of report users, most 
particularly financial analysts and institutions” (1997, 173). According to the Danish 
framework for analyzing intellectual capital statements (DMSTI 2003b), the 
comparability of information supplied through business reports across different 
companies, implies a thorough analysis of the information. This can be achieved by 
taking the indicators out of the context of the report in which they are disclosed. Such 
an analysis aims at answering three types of questions: 1) How are the company’s 
knowledge resources comprised? 2) What has the company done to strengthen its 
knowledge resources? and 3) What are the effects of the company’s knowledge work? 
These 3 questions are analogous to questions answered in a financial analysis: 1) What 
are the company’s assets and liabilities, 2) What has the company invested? and 3) 
What is the company’s return on investment? (ibid., 5) 
In the new economy, the interest with respect to corporate disclosure is in flows and 
trends, rather than in static pictures of the firms’ assets (Sveiby 1997, 164). Departing 
from this point of view, it is the comparison with another company, previous years, or 
the budget that is interesting, as such comparability enhances understanding. Not 
surprisingly, this theme is closely connected to establishing reliability of measures by 
ensuring some degree of uniformity, in the same manner as the connection between 
comparability and reliability is perceived within FASB’s conceptual framework (Wolk 
& Tearney 1997, 256).  
Standardization would be a means of making benchmarking possible, in turn increasing 
reliability and usefulness, and minimizing uncertainty. But because non-financial 
measures are difficult to analyze from the existing analysis framework of financial 
reporting and because the presently known rules of thumb from the existing reporting     
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framework are insufficient, comparability is difficult. As business reporting currently is 
in its infancy, and companies therefore still are experimenting with such practices and 
few have found the preferred form and content of their reporting practices, 
comparability is perhaps just a question of time.  
 
Theme 8: Background information 
Some of the business reporting models suggest disclosure of information on the profile 
of the organisation (GRI 2002, 39) and the company’s situation, history, products, and 
services (DMSTI 2003a). Such information is not merely included as individual points 
or indicators, but usually integrated in the reporting narrative, as exemplified in Eccles 
et al.’s (2001) value strategy and the intellectual capital statement’s knowledge 
narrative (DMSTI 2003a). Analogous to management’s analysis of financial and non-
financial data, disclosure of background information is attached to creating an 
understanding for corporate actions. This seems to be the consequential explanation.  
In line with previous statements regarding the limited cognitive abilities of users of 
business reporting and the need to disclose a few correct measures (cf. theme 5, critical 
success factors), rather than just disclosing all types of information, it might be argued 
that background information should form a part of a leaflet describing the company, 
rather than composing a part of the financial report. However, maybe providing 
background information is only about publishing pictures, stories and interviews with 
happy customers and satisfied employees. Therefore, creating an image of the soul of 
the company, i.e. giving a good impression of the firm, is an appropriate conclusion to 
this theme, because providing background information is about creating context for 
other performance measures.  
 
Theme 9: Value drivers 
Common denominators of much research, whether in accounting, international business, 
organization or macro-economics, are the implications of developments in technology 
on value creation (cf. Blair & Wallman 2001). The common conclusion is that the 
substantial drivers of value creation have changed dramatically in the last couple of 
decades (Goldfinger 1997) and furthermore, that traditional reporting does not reflect 
these value drivers sufficiently (Jones 2000). Thus, the key point here is the changing 
nature of society. Departing precisely from the notion that value drivers are different in     
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the new economy, Lev (2001) argues for the disclosure of a comprehensive set of 
interrelated measures on the value chain (business model), and most importantly that 
such measures should be empirically linked to value through value drivers. Common for 
the analyzed business reporting models is that they to a greater extent perceive value 
creation from a stakeholder perspective (cf. Roos et al. 1997, Elkington 1997, GRI 
2002), e.g. by taking their point of departure in the use value of products and services to 
customers and users (DMSTI 2003a, 36).  
The reporting of value drivers has a strong link to creating relevance in corporate 
reporting. As indicated above, creating relevance is more often than not coupled with 
the changing business environment and disclosing measures that matter (KPMG 2001). 
In this sense, disclosure of value drivers is an attempt to explicitly link the companies’ 
efforts with the specific competitive contexts in which they operate, by including 
information on the business concept and strategy in the business reporting process 
(Roos  et al. 1997). Thus, value drivers depict the linkages between value creating 
activities and processes in the company. Value drivers could e.g. be in the shape of 
market metrics (Ambler et al. 2001) or core competencies (Meritum 2002, 68).  
The relevance of disclosure is mobilized as the main argument in this theme. The nature 
of the business environment creates new value drivers which are not present in financial 
reporting because this framework primarily only represents old economy value drivers. 
Finding the key performance measures that drive value creation is a key attachment in 
this theme. The term value driver is predominantly a capital market expression relating 
to growth drivers and triggers in connection with stock price and market value. 
Therefore, the fact that the term value driver is predominantly a capital market term, 
illustrates the importance of legitimizing voluntary disclosures towards these groups of 
participants. 
 
Theme 10: Segment information 
Critique of the informativeness of financial reporting does not only stem from the lack 
of information on the relevance and comparability of information such as value drivers 
and strategy. It also concerns the levels of aggregation of the information currently 
disclosed. Jones (2000, 38) suggests that segment information, in the form of layered 
and linked information that users can extract at the level of detail that suits them best, 
should be disclosed and thus transparency is the key problematization raised in this 
theme. From the point of view of disclosure theory, there exists a dilemma between     
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minimizing information asymmetry and the costs of disclosure, both in the form of a 
cost/benefit perspective, but more importantly also with regard to the sensitivity of the 
information disclosed (Meritum 2002, 80).  
Despite these drawbacks, numerous models for business reporting suggest enhancing 
the transparency of corporate reporting by disclosing segment information (Eccles et al. 
2001, 213), e.g. on market metrics (Ambler et al. 2001) or in the form of entity-level 
and process- or departmental-related measures (KPMG 2001, 8). GRI (2002, 10) 
contemplates the probability of information overload to users, suggesting the disclosure 
of segment reporting through sector supplements. Other suggestions for overcoming the 
information overload problem include solely reporting such information via drill-down 
enabling technologies on the company’s website (Beattie & Pratt 2001, Jones & Xiao 
2002). Thus, users’ needs are mobilized as a central argument in connection with 
professional users’ desire for segment reporting. But as transparency here becomes a 
self-chosen level of detail, there is a dilemma between overcoming the information 
overload problem and the excess costs of disclosure from the company’s perspective.  
 
Theme 11: Information on intellectual capital 
Intellectual capital has been touched upon several times in the sections above, e.g. in 
connection with value drivers and also in connection with value creation in the new 
economy, which is perceived as a main stimulant for disclosing information on 
intellectual capital. Intellectual capital can be viewed both as a form of value creation, 
but also as an asset in its traditional sense (Roos et al. 1997, 4). Some approaches try to 
calculate an index indicating the efficiency of intellectual capital (Roos et al. 1997), 
efficiency of value creation (Kalafut & Low 2001), or earnings per ‘knowledge capital’ 
(Lev 2001).  
In general, business reporting models focusing on intellectual capital are concerned with 
creating an understanding of value creation and future prospects of the firm, not 
providing measures of intangible assets in monetary terms. Although Roos et al. (1997) 
do suggest the creation of an IC-index to test the company’s performance against 
strategy; they propose a model for more comprehensive business reporting with a 
special focus on creating greater transparency of firms’ intellectual capital assets. 
However, there is some ambiguousness as to the effects of such intellectual capital 
reporting.      
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According to Sveiby (1997, 196), the only response companies get to their intellectual 
capital disclosures in the annual report comes from financial analysts, who usually 
quickly leaf past this kind of information, because they do not know how to interpret the 
figures, and have no time to learn how. This is quite surprising, as information such as 
the ability to innovate, investments in research and development, and networks and 
alliances are essential in order to analyze a company’s financial prospects (GRI 2002, 
70). Creating understanding and transparency through increased disclosure of metrics 
that are closer to the drivers of value creation is the immediate proposition derived from 
the content analysis in relation to the intellectual capital theme. However, there is some 
concern that perhaps disclosing information pertaining to this theme might merely be a 
fad concerned with branding the company as knowledge intensive.  
 
Theme 12: Considerations of the effects of voluntary disclosure 
Costs and benefits related to the levels of resources to be used in the process of 
developing a business report are important to consider (Elliott & Jacobson 1994, 
DMSTI 2003a, 45), while Fincham & Roslender (2003, 76) emphasize that companies 
ought to be weary of the fact that the benefits of business reporting to users presently is 
unproven. Numerous empirical studies document positive relations with improved 
disclosure, e.g. that greater transparency lowers the cost of capital and creates greater 
liquidity on the capital market (Ward 2001, 3). Among other benefits of voluntary 
disclosure are apparently increased management credibility, more long term investors, 
increased analyst following, improved access to new capital, and higher share values 
(Eccles et al. 2001).  
According to Elkington (1997), impacts and outcomes of voluntary disclosure should be 
related both internally as well as externally. Opponents of voluntary disclosure argue 
that negative effects of disclosure might out-weigh the positive effects of greater 
transparency (Eccles et al. 2001, 204). A lack of reliability of voluntary information is 
perceived as a main reason not to disclose. Disclosing information on the most sensitive 
issues (Meritum 2002, 80) might hurt the company’s competitive advantage.  
Bringing good information into decision-making is a major challenge and the content 
analysis indicates that present reporting practices do not provide enough support for 
external users’ decision-making (KPMG 2001). Eccles et al. (2001) and Lev (2001) 
argue that this is not a problem that standard-setters can resolve alone. Rather, they 
argue that there will be no effect unless the business community also participates. While     
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transparency is a major reason attached to providing voluntary and relevant disclosures, 
problems concerning reliability alongside costs and sensitivity of such disclosures on 
the other hand restrict such practices. In order to enhance reliability, verification on 
voluntary reporting could be applied (Elkington 1997). However, verifying voluntary 
business reporting is an equally big challenge for the auditing profession (Bell et al. 
1997).  
Behind the considerations of the effects of voluntary disclosure, lies the dilemma of the 
trade-off between reliability and relevance and whether comprehensive business 
reporting initiatives should originate on behalf of standard-setters or the business 
community. A series of contradicting reasons are identified in the analysis including 
problems of reliability versus relevance and costs of disclosure versus the sensitivity of 
the information. The analysis in this theme indicates that companies have difficulties in 
handling this new agenda of transparency and therefore these justifications are cover 
ups of the fact that management is not used to explicitly consider and comment on the 
effects of voluntary disclosure. 
 
Theme 13: Corporate governance metrics 
In much the same way as corporate governance frameworks perceive business reporting 
metrics as an integral part, some business reporting models also perceive corporate 
governance metrics as an essential part of a company’s business reporting. The content 
analysis showed that the main argument posed in this theme is one of corporate 
governance becoming a central success factor in the light of today’s fast moving 
business environment (Elkington 1997). Corporate governance metrics include 
background information on management and the governance of the company (Eccles et 
al. 2001, 213), like e.g. governance structure and management systems (GRI 2002, 41).  
Besides the resilient association with the fast moving business environment, the content 
analysis also reveals that corporate governance metrics are intimately related to 
background information about the company and therefore also to enhancing the overall 
understanding of the company’s value creation possibilities, actions and future 
prospects. The disclosure of corporate governance metrics is viewed as a signal that 
responsibility is delegated and taken, and that it is clear who has the responsibility for 
the company’s well-being. This theme is therefore concerned with signalling a credible 
and sufficient management structure and formalization.      
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Theme 14: Social and environmental disclosures 
Finally, we consider social and environmental disclosures in our content analysis. A 
number of business reporting models have focused their attention specifically towards 
these types of disclosures (cf. GRI 2002, Elkington 1997), although some of the other 
business reporting models treated in this text also consider such information, e.g. 
environmental aspects (Eccles et al. 2001). The most widely applied sustainability 
reporting model is the Global Reporting Initiative guideline (GRI 2002). Reporting of 
the company’s triple bottom line performance is often coupled with changes in the 
business environment (Elkington 1997), which have led to experiments with social 
reporting, e.g. in England (cf. Gray 2002), and ethical reporting, e.g. in Denmark (cf. 
Bak 2001).  
Social factors relate to e.g. assuring that the company applies the same operating 
standards in all the countries it is situated in (Elkington 1997), while ethical and 
environmental factors entail metrics such as activities against corruption and activities 
to minimize waste production. Recent research concludes that the relevance of 
sustainable development measures can only be ensured if they are linked with corporate 
strategy (Heemskerk et al. 2003, Funk 2003). However, fully articulating the 
relationship between financial and sustainability performance will require more time 
and research to link the performance indicators used for these areas (GRI 2002, 68), and 
this could be some years into the future (Funk 2003). 
Information pertaining to sustainability, environmental and social issues, is closely 
connected calls for greater transparency from the business community. Essentially, such 
information is concerned with branding the company as a good corporate citizen, i.e. 
creating a reputation of the fact that the business can deliver sustainable results. 
Thereby, such disclosures are concerned with extending accountability and act as a 
legitimizing mechanism. Lately, research has indicated that the reliability of such types 
of information rests upon an explicit link to strategy, as this is the one true way for 
companies to illustrate that these disclosures not merely are empty advertising clichés. 
Greater relevance of these types of disclosure could be achieved by validating the 
derived performance measures by professional auditors (Bell et al. 1997) or through the 
context in which they are attained (cf. Magretta 2002). Developments in the business 
environment are viewed as instigators for disclosing these types of information. 
However, they also perform the function of justifying corporate citizenship, and 
legitimizing the company’s license to operate.      
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5  Insights and discussion 
The aim of the content analysis conducted in this paper has been to uncover the 
reasoning attached to each of the 14 identified themes of corporate reporting. Thus, the 
analysis is concerned with the developments of corporate reporting practices. The 
qualitative content analysis conducted looks for the reasons, arguments, and motives 
that the nine analyzed business reporting models’ attach to disclosures in each theme. 
Much research in this field has previously established that voluntary disclosures are a 
‘good’ thing. Apart from the problems of disclosing information too sensitive for 
competitive reasons or using too many resources on flashy business reporting 
documents, business reporting seems to be related primarily to something positive. So 
the questions prevail; why then do companies not just disclose all the types of 
information the authoritative literature recommends, and are the reasons given in 
relation to disclosing certain types of information in reality what is going on?  
An important contribution of this analysis is raising companies’, standard-setting 
bodies’, consultants’, and researchers’ critical awareness of the underlying motives that 
comprise and drive the struggle to develop corporate reporting. For example, the need 
for more forward-looking information like e.g. critical success factors, value drivers, 
and risks and opportunities, was constantly brought forth in the analyzed texts in 
connection with changes in the business environment. At the same time, critical 
reflection emphasized that the reliability of such information was a prerequisite for 
incorporating it into actual decision-making, a result empirically confirmed by Catasús 
& Gröjer (2003). This is evidence of a prevailing traditionalist appeal in the business 
reporting debate, i.e. a state of not wanting to leave the traditional fundament within 
corporate reporting. In this manner, the study reveals the dilemma that rests in the fact 
that even though new types of information are deemed relevant, their lack of 
institutionalization and thus reliability is a hindrance to their incorporation into 
decision-making.  
Together with the reflections relating to the traditionalist appeal of business reporting 
and its leniency towards a reliability perspective, the notion of ensuring relevance 
through some kind of structure or frame, constitutes an interesting dichotomy. On the 
one hand is a need for disclosure types that are forward-oriented and not based on the 
financial statement. On the other is a call for reliability which is intimately connected 
with disclosures that are regulated and standardized, like e.g. in financial statements. It 
seems that the struggle with respect to developing corporate reporting practices revolves     
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around a problem of normalization. The key question thus concerns how 
institutionalization of new practices should be brought about. Should it be through 
standard-setting or must we rely on the business community and the metrics of 
communication and disclosure that govern the capital markets? 
Raising the previous question is not a revolutionary outcome of the present study. On 
the contrary, it is a question that has been raised infinitely within the corporate reporting 
debate (cf. Lev 2001, Eccles et al. 2001). The following discussion will try to illuminate 
some of the apparent connections and reflections that were identified. For example, the 
theme ‘corporate governance’ was connected with changes in the business environment. 
However, creating a greater understanding of the company and its performance drivers 
was also present. Perhaps the new economy and e.g. new value creation logics (Sweet 
2001) pose problems of stability and challenge existing organizational structures and 
formalization? 
Empirical evidence intimately connects changes in the business environment with an 
increasing difficulty for outside stakeholders in conceptualizing the firm. Plumlee 
(2003) shows that analysts have difficulties in understanding complex types of 
information and furthermore, Holland (2002) argues that capital market agents are 
rationally bounded and that their decision-making often is based on ideology (see also 
Holland & Johanson 2003). The problem here is twofold. Firstly, external agents – even 
the ‘professionals’ constituting the capital markets – are rationally bounded and 
secondly, there exist no rules of thumb and institutionalised practices for 
comprehending new types disclosure.  
Transparency is a key assertion connected to creating an understanding of corporate 
functioning. As it was noted by Christensen (2002), transparency is in the eyes of the 
beholder. The question is how we then can ensure that what the producers of business 
reporting consider transparent is also what users of corporate disclosures and reporting 
consider transparent. For example, when is too much reporting the opposite of 
transparency? Because transparency generally is connected to the terms ‘enough 
information’ and ‘sufficient amounts of information’, this relates to the question of what 
is out of bounds in relation to transparency. Because we as human beings are rationally 
bounded, too much information will merely confuse our decision-making abilities 
(Fincham & Roslender 2003).  
In this light, transparency is probably achieved by supplying just the right amount of 
information. For example, it might be contended that disclosing annual reports in excess     
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of 125 pages has anything at all to do with transparency at all. As the content analysis 
indicated, transparency is not merely a question of supplying an infinite amount of 
information; rather it is about disclosing the right information. But who should decide 
what is right to disclose and thereby what is meant by transparency; the companies or 
some random author of a business reporting model? 
The study expressed the need for structures to facilitate the adaptation of existing 
practices to a new form of transparency. Thus we are back at where we started, namely 
the necessity of legitimization of new reporting practices and creating rules of thumb 
that can assist our decision-making. The interpretation can be two-fold. Firstly, it 
reflects enhancement of reliability through normalization and institutionalization. 
However, it also reflects that linking disclosures to company strategy and context 
increases relevance. Maybe users’ needs and transparency has been, if not pacified, then 
at least at the present cornered in the conceptual debate? 
An interesting notion concerning the relationship between financial and supplementary 
reporting was raised in the two categories ‘the financial report and related disclosures’ 
and ‘considerations of the effects of voluntary disclosure’ as the possibility of a trade-
off between relevance and reliability was reflected in the analysis. This is also the 
classic primary decision-specific trade-off with regard to quality of disclosure in 
FASB’s conceptual framework (FASB 1980, 20). The question raised in this context is 
therefore not whether the financial statement will become obsolete due to changes in the 
business environment. Rather, it is a question of how much regulation business 
reporting can tolerate without loosing relevance. This trade-off is precisely the 
underlying reasoning DiPiazza & Eccles (2002) apply in suggesting a three-tiered 
model of corporate reporting. In this way, their suggested framework constitutes a first 
step to institutionalizing new types of information. 
There is perhaps an increased anticipation that the benefits of more comprehensive 
business reporting are dependent upon the context in which such disclosures are 
supplied. Its appropriateness and ultimately whether it serves the decision-making 
process of the users of the information, be they private investors or sophisticated capital 
market agents, is a key aspect. On the one hand reporting must be normalized and 
connected to institutionalized practices, on the other, it must be relevant in the sense of 
being linked to the specific company’s value creation logic. Solving this dichotomy 
must be a key notion of future projects within this realm of research.      
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Table 3 below is a cross tabulation that illustrates the extent to which the 14 themes 
identified in the authoritative literature is present in the analyzed business reporting 
models. Thus, the qualitative content analysis of these models might indicate the 
likelihood that these types of information in fact are disclosed in business reporting. 
Examining this matter empirically and comparing it with the present cross-tabulation 
and also the cross-tabulation of the authoritative literature in table 1 could be an 
interesting proposition for future research.  
 
  Proposed element of business-
reporting    El R  S  Ec K  L  G  M  D 
1  Financial data  67%    X  X  X    X    X  X 
2  Management’s operating data  89%    X  X  X  X  X  X  X  X 
3  Management’s analysis   55%        X  X    X  X  X 
4  Risks and opportunities  89%    X  X  X  X  X  X  X  X 
5  Critical success factors  67%    X    X  X    X  X  X 
6  Objectives, strategy, vision  89%  X  X  X  X  X    X  X  X 
7  Comparable non-financial measures  100% X  X  X  X  X  X  X  X  X 
8  Background information   33%        X      X    X 
9  Value drivers  67%    X    X  X  X    X  X 
10  Segment information  44%        X  X    X  X   
11  Intellectual capital  67%    X  X      X  X  X  X 
12  Effects of voluntary disclosure  89%  X    X  X  X  X  X  X  X 
13  Corporate governance  33%  X      X      X     
14  Social, environmental and  
sustainability disclosures 




Cannibals with Forks: The Triple Bottom Line of 21st Century Business  (Elkington 1997) 
R  Intellectual Capital: Navigating the New Business Landscape (Roos et al. 1997) 
S  The New Organizational Wealth: Managing and Measuring Knowledge-Based Assets (Sveiby 
1997) 
Ec  The ValueReporting revolution: moving beyond the earnings game (Eccles et al. 2001) 
K  Achieving Measurable Performance Improvement in a Changing World: The Search for New 
Insights (KPMG 2001) 
L  Intangibles – management, measuring and reporting (Lev 2001) 
G  Sustainability Reporting Guidelines (GRI 2002) 
M  Guidelines for managing and reporting on intangibles (Meritum 2002) 
D  Intellectual Capital Statements – The New Guideline (DMSTI 2003) 
Table 3. Cross-tabulation of themes and models 
 
6 Conclusion 
The content analysis conducted in this paper provides an account of the reasons, 
motives and arguments that are mobilized in the debate of the future of corporate 
reporting. Through the analysis, a dichotomy between reliability, through normalization 
of voluntary disclosures, and relevance, through linking disclosure to value creation, 
was emphasized. This is an interesting dichotomy, as it indicates a need for stability in 
such social practices as corporate reporting through normalization and     
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institutionalization and moreover that there is a conflict between traditionalist appeals 
and the forces driving for change.  
The described indecisiveness is intriguing. On the one hand is the option of changing 
reporting practices through regulation. But the question is whether the institutionalized 
practices not merely will get caught up in their own web of normalized procedures and 
rules? The other option, namely normalization of new reporting practices through 
practical application, is equally as fragile. Fears are, perhaps, that business reporting 
may become synonymous with opportunistic disclosures, i.e. positive bias, and not 
reporting objectively on relevant issues. The reflections seem to agree that there is a 
need for gaining the confidence of users. This could be achieved through providing 
comparable measures and describing explicitly the effects of such voluntary disclosures. 
Like transparency, confidence too is in the eye of the beholder. Despite such obvious 
insight, a lack of comparable measures is generally excused by the infancy of business 
reporting practices and uncertainty with respect to correct interpretations seems to 
hinder an explicit awareness towards the effects of disclosure. 
From a consequentiality driven logic, the business reporting models studied revolve 
around two types of reasoning with respect to the future of corporate reporting. Firstly, 
transparency and the need for creating a greater understanding of the company and its 
performance are emphasized. Secondly, they revolve around a story of how changes in 
the business environment and society, affecting e.g. competitiveness and globalization 
of markets, challenge existing corporate reporting practices. Underlying motives such as 
‘a faster moving business environment’ and ‘changes in the business environment’ are 
typically mobilized in connection with the forward-oriented themes, like e.g. critical 
success factors, value drivers, objectives, strategy and vision of the company. 
Such a story of why and how comprehensive reporting practices become important 
could take the form of a causal explanation. For example, consider the following 
argumentation: The new economy means that intellectual capital and know-how has 
become more important drivers of companies’ value creation. This has in turn created 
the need for new types of information, i.e. risks and opportunities, strategy, and value 
drivers. The rationale of such a story could well be that comprehensive business 
reporting strives to create greater transparency and understanding than existing 
reporting practices are capable of through a new structure, i.e. another type of causality. 
The business reporting models analyzed likewise typically imply a causal structure, i.e. 
an idea that some measures presume others in a time-line.     
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How can it be that causality and structure becomes so important? The study indicated 
the need for companies to consider problems relating to information overload, e.g. by 
disclosing too much information to users’. Combined with the lack of time of the 
producers’ and consumers’ of the information, their bounded cognitive abilities, and 
also an inherent lack of applicable rules of thumb, the concept of transparency was 
found not to be obtainable simply by disclosing endless amounts of information.  
The study illustrated that motivation for enhancing corporate reporting was concerned 
with sending the right signals to external stakeholders and branding the firm in the light 
of the present business agenda: i.e. as knowledge intensive, a good corporate citizen, or 
as having its internal control, governance structure and strategy in place. Thus, business 
reporting is concerned with showing that the company is a political economic 
organization (cf. Söderbaum 2002), rather than only profit-maximizing entity. Of 
course, shareholders and stakeholders are interested in profits, otherwise the company 
would not survive in the long run and this would affect more people than just the 
shareholders. It would affect employees, their families, customers, and partners, as well 
as having other social consequences. Gaining access to the scarce resources that the 
above stakeholders represent is a prerequisite for value creation, sustainability, and 
survival. 
In relation to the market for information participants, the signals revered around 
awareness of the possibility for information overload, minimizing the costs of disclosure 
and indicating managerial proactiveness. At the same time, the company could signal its 
communicative abilities by using known terminology, like e.g. ‘value drivers’ that is a 
widely applied expression in the capital market. All in all, attaining ‘transparency’ by 
meeting the relevance criteria posed in the light of the new economy must outweigh the 
costs associated with excess voluntary reporting. Finally, another motive for business 
reporting pertains to the advantages of signalling that the company has an abundance of 
resources and the necessary reserves for it to be able to consider external relations and 
reputations.  
The question raised through this study is whether the immediate transparency 
explanation merely is a justification of something else. Is it applied to hide a set of more 
appropriate reasons? In essence, the term ‘transparency’ is an empty concept – a cliché 
– which by definition it is in the eyes of the beholder. The point made here is that as the 
business reporting models to a certain degree are moralizations of which types of 
information companies should be disclosing to be a part of the knowledge society,     
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proactive etc., companies will end up applying terms such as transparency without 
understanding the consequences hereof, because the business reporting models do not 
themselves define these.  
The business reporting models aim at providing a structure and a causal logic that seems 
rational, but the concepts and wording applied by these theoretical constructs in fact 
turn out to be empty. Because transparency is not an objective state, and is not defined 
unambiguously, it cannot constitute more than merely a justification mechanism for a 
set of actions that have an alternative and maybe even appropriate agenda, e.g. one of 
projecting a good corporate image and building a reputation.  
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i The recommendations for the future developments of corporate reporting practices that are reflected in 
the ongoing debate are applied as a framework for the discourse analysis of the specific business 
reporting models. There also exist other attempts at treating and modelling recommendations for the 
future developments in business reporting. These, however, are characterized by having more narrow and 
focused perspectives, like for instance the measurement, management and reporting of intellectual capital 
(Eustace 2000, Zambon 2003, Fincham & Roslender 2003), development of Management Discussion & 
Analysis practices (SEC 2003), reporting of market metrics to the capital market (Ambler et al. 2001), 
business reporting on the internet (Beattie & Pratt 2001, Jones & Xiao 2002), or how to simplify existing 
reporting practices in order to comply with users’ sophistication levels (Lee & Tweedie 1977, Bartlett & 
Chandler 1997).  
Still other types of reports concentrate on the identification and verification of specific information items 
as a means of arriving at a set of recommendations for business reporting (Eccles & Mavrinac 1995, 
Mavrinac & Siesfeld 1997). Some of the most prominent work within this category comes from ICAS’ 
and ICAEW’s business reporting research, the most recent reports being Beattie (1999), Beattie et al. 
(2002), Beattie & Pratt (2002a, 2002b), and Fincham & Roslender (2003). Common for these reports are, 
however, that they rely heavily on the classifications of the Jenkin’s report (AICPA 1994), and thereby do 
not consider a number of areas of supplementary disclosure for which there has been a dramatic rise in 
interest in recent years. Working Papers from Management Accounting Research Group 
 
 













Department of Accounting, Finance and Logistics 
Faculty of Business Administration 
Aarhus School of Business 
Fuglesangs Allé 4 
DK-8210 Aarhus V - Denmark 
 
Tel. +45 89 48 66 88 
Fax +45 86 15 01 88 
 
www.asb.dk
  
 
 